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ABSTRACT 
 
Practitioners and academics often assume that 
investments in innovation will lead to 
organizational improvements.  However, previous 
research has often shown that implemented 
innovations fail to realise these potential 
improvements. On the other hand, organisation, 
perhaps, has been growing and productive 
because of the innovation, but traditional 
measurements have failed to capture that growth.  
In order to help organizations capture their 
innovation performance effectively, this study 
examined the organizations which employ 
different types of performance measurement and 
their perception of innovation effectiveness. 
 
Keywords: Innovation effectiveness, performance 
measurement, implementation 
 
I. INTRODUCTION 
 
Innovation may be a key factor for successful 
organisations. However, being innovative means 
more than having good ideas. A serious, sustained   
commitment to innovation implies risk taking and 
investment, but the pay-off is substantial.  In 
contemporary, fast-changing trade environments, 
innovation is not just a matter of export 
profitability; it can be a matter of survival [1].  As 
a result, one of the core competencies of many 
organisations operating in today’s competitive 
marketplace is an ability to successfully manage 
adaptation and innovation [2].    
However the road to becoming an innovative 
organisation is strewn with the wreckage of best 
intentions, in part because most organisations, 
although wanting innovation, are not really sure 
how to achieve it [3].  Inevitably, some 
implemented innovations are unsuccessful in the 
sense that they fail to contribute to organisational 
improvements for valid and invalid reasons [2].  
Recent research findings indicate that an 
increased financial investment in advanced 
technologies or innovation is, in itself, not 
sufficient.  The inability to manage these 
innovations and capture the improvement 
effectively also contributes to the wide 
competitive gap between the organisations and 
their competitors [5]. 
Empirical evidence indicates that using a 
proper performance measurement system is 
critical to capture performance[6],[7],[8],[9].  In a 
study of 33 manufacturing SMEs in UK, the 
critical success factors of Statistical Process 
Control (SPC) implementation were a 
measurement system and an evaluation of 
measured performance [10].   Analysis of 
longitudinal evidence has also demonstrated that 
performance measurement systems can capture 
the internal improvement of Canadian private 
industrial firms [11].  As in [12] conducted face-
to-face, semi-structured interviews with 20 
owner-managers of small manufacturing and 
service businesses in United Kingdom.  Owner-
managers in the interviews were asked “What is 
the most important thing to keep an eye on to 
assess how well the business is doing?”  The 
study found that financial measurement, such as 
profit, cash flow, and turnover, were almost 
always mentioned.  However, purely financial 
evaluation is not enough in an environment where 
non-financial assets, such as business 
relationships and firm’s capabilities, increasingly 
determine the prospects for success [13],[14],[15].  
Subsequent research examined the effectiveness 
of balancing financial and non-financial 
measurement on performance measurement 
system[16],[17],[8],[13].  The Balanced Scorecard 
(BSC) concept came out of the realisation that no 
single performance indicator can capture the full 
complexity of an organisation’s performance [18].  
The BSC has been designed to provide a balanced 
picture of financial and non-financial perspectives 
by answering the questions (a) how do we appear 
to our shareholders?; (b) how do we appear to our 
customers?; (c) what business process must we 
excel at?; and (d) how will we sustain our ability 
to change and improve? 
 Deciding how to keep score is an important 
implementation issue.  A strategy that is per- 
forming well indicates successful implementation.  
In today’s economy, implementing innovation is 
very important [16], but is not easily measured by 
traditional financial metrics solely.  Therefore, 
yardsticks for measuring innovation performance 
should extend beyond traditional financial 
measures [19].  The Balanced Scorecard (BSC) 
concept came out of the realization that no single 
performance indicator can capture the full 
complexity of an organisation’s performance [18].  
The BSC has been designed to provide a balanced 
picture of financial and non-financial 
perspectives.  By balancing these two 
measurements will allow organizations capture 
their innovation performance and potential 
improvement in very aspect. Therefore, this paper 
aims to investigating if the organizations which 
employ different types of performance 
measurement would have a differential effect on 
the perceived level of innovation implementation.  
We posit that organisations that used financial 
based measure solely to evaluate the innovation 
effectiveness will perceive less benefit than 
organizations that utilise both financial and non-
financial based measures  
  In this paper, an innovation is considered to be 
“a technology or practice that an organization is 
using for the first time, regardless of whether 
other organisations have previously used the 
technology or practice” while innovation 
effectiveness indicates an organisation’s 
perception of organizational improvement of a 
given innovation [20]. 
 
II. RESEARCH DESIGN 
 
 The sample was 86 small and medium sized-
organizations in Thailand (response rate of 10%), 
based mainly in Bangkok and suburban areas.  Of 
these, 34 % were in the manufacturing industry, 
18% were in the automotive industry, and 48% 
were in other industries (e.g. construction, 
pharmaceuticals, and telecommunication).  The 
sample organizations (40%) had the average 
organizational gross value during year 2003-2004 
of 50-200 million baht.  Twenty eight percent of 
sample organizations had the range of employees 
of 101-200 people.  The mail survey sent to the 
CEO or Managing Director of each organization; 
the aim of the questionnaire was to find out what 
kind of performance measurement Thai 
companies used to capture innovation 
performance, and how they perceived the 
organizational improvements gained by the 
implementation of the innovation.  Performance 
metrics were measured by 16 items identified 
from relevant prior research (e.g. sales growth, 
customer satisfaction, delivery, employee 
development). Respondents were asked to identify 
which of these 16 metrics they believed were 
useful and which they had actually used; an open-
ended question probed the reasons for any 
discrepancy between the two responses. Another 
18 items were used to measure the effects of 
innovation implementation on the organisation 
and individual job performance as a whole.  Using 
a five-point Likert scale, respondents rated the 
extent to which various measures of 
organisational performance (e.g. productivity, 
employee morale, product diversity, customer 
satisfaction, and flexibility) had improved, not 
changed, or worsened “because of implementing 
innovation”  The translation of the questionnaire 
into Thai language was accomplished through a 
two-stage translation-back translation procedure.  
First, I translated the questionnaire from English 
into Thai.  The Thai version was then back-
translated into English by a bilingual volunteer, 
who was not aware of the purpose of the study. 
Following this, the original questionnaire was 
compared with the back-translated English 
version, and differences resolved through 
discussion.  This process ensured an accurate, 
literal translation of the original English language 
version of the questionnaire. 
   
 
III. RESULTS  
 
Table 1 shows that 57 % of sample employed 
both financial and non-financial to measure their 
innovation performance; 11% has used either 
financial or non-financial measurement and 32 % 
did not have the measurement systems so far. 
A one-way analysis of variance was 
conducted to evaluate the relationship between 
financial and non-financial measurement and the 
perceived level of innovation effectiveness. This 
was a between-subject design with three levels of 
independent variables (i.e. using either financial 
or non financial measurement; using both 
measurements; and not using both measurements).  
The dependent variable was the perceived level of 
innovation effectiveness.  The ANOVA was 
significant, F(2,79)=2.37, p=.03.  The strength of 
relationship between financial and non financial 
measurement and the perceived level of 
innovation effectiveness, as assessed by η2, was 
weak, with the measurement factor accounting for 
8% of the variance of the dependent variable. 
Follow-up tests were conducted to evaluate 
pairwise differences among the means.  Because 
the variances(the standard deviation squared) 
among the three groups ranged from 0.16-0.36, 
we chose not to assume that the variance were 
homogenous and conducted post hoc comparisons 
with the use of the Dunnett’s C test, a test that 
does not assume equal variances among the three 
groups.  The test of homogeneity and multiple 
comparisons were nonsignificant because there 
may be a lack of power associated with the test 
due to the small sample size.  21]. However, the 
overall ANOVA result was significant, which 
means the data provide convincing evidence that 
the means are not all identical.  By comparing 
mean between organizations which employed 
single measurement and organization which 
employed both financial and non-financial 
measurement, the single measurement using 
organization seems to perceive less innovation 
effectiveness those organizations which used both 
measurements. Therefore, it is supported the 
hypothesis that the organizations which employ 
different type of performance measurement had a 
differential effect on the perceived level of 
innovation effectiveness.    
 
TABLE 1 
ANOVA test for difference measurements and 
perceived innovation effectiveness 
 
Types of 
measurement 
Mean Std.Deviation Organizations 
(N) 
1 3.41 .57 9 
2 3.77 .41 47 
3 3.50 .61 26 
 
F(2,79)=2.37, p<.05. 
 
1= single measurement (either financial or non-financial 
measurement); 2 = both measurements; 3 = have no 
measurements 
 
 
IV. DISCUSSION 
 
 The results of this study are important but 
preliminary.  The results are important because 
organizations capture the benefits or improvement 
of given innovation through performance 
measurement.  By implementing both traditional 
(financial) and non traditional measures will 
enhance the realization of the improvement.  And 
yet, for several reasons, the results must be 
considered preliminary.  First, our sample of 
organization was small with the low response rate 
(10%). Therefore, the stability of our findings is 
uncertain.  Consequently, we could not test the 
multiple comparisons at this stage.  Furthermore, 
because the organizations came from diverse 
industries, we did not collect the objective 
improvement.  By asking the subjective 
improvement, organizations could report with 
bias.  Besides, we did not control for the 
innovation types which may impact the 
relationship between independent and dependent 
variable differently.  Finally, we have surely 
excluded from our study potentially important 
determinants of innovation implementation. 
 Clearly, we recommend researchers replicate 
the study in a larger sample size.  Additionally, 
the study is needed of investigating other possible 
predictors of innovation implementation 
effectiveness.  Our study offers a preliminary 
assessment of measurement types and the 
perception of innovation effectiveness.  We hope 
that our study can help pave the way for 
successful innovation implementation. 
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